Shanghai’s Trade, China’s Growth: Continuity, Recovery, and Change since the Opium War by Wolfgang Keller et al.
NBER WORKING PAPER SERIES
SHANGHAI’S TRADE, CHINA’S GROWTH:










The views expressed herein are those of the authors and do not necessarily reflect the views of the
National Bureau of Economic Research. Part of this research was done while Keller and Shiue were
visiting Princeton; the hospitality of the International Economics Section and the Department of Economics
is gratefully acknowledged. Keller and Shiue also thank NSF for support (grants SES 0453040 and
1124426).  We thank Debin Ma, Maarten Prak, Albrecht Ritschl, Alwyn Young, and seminar participants
at LSE and the CESifo trade conference in Munich, December 2011 for comments.  Excellent research
assistance was provided by Xavier Gitiaux and Yibei Liu.
NBER working papers are circulated for discussion and comment purposes. They have not been peer-
reviewed or been subject to the review by the NBER Board of Directors that accompanies official
NBER publications.
© 2012 by Wolfgang Keller, Ben Li, and Carol H. Shiue. All rights reserved. Short sections of text,
not to exceed two paragraphs, may be quoted without explicit permission provided that full credit,
including © notice, is given to the source.Shanghai’s Trade, China’s Growth: Continuity, Recovery, and Change since the Opium War
Wolfgang Keller, Ben Li, and Carol H. Shiue




In this paper, we provide aggregate trends in China’s trade performance from the 1840s to the present.
Based on historical benchmarks, we argue that China’s recent gains are not exclusively due to the
reforms since 1978.  Rather, foreign economic activity can be understood by developments that were
set in motion in the 19th century.  We turn our focus to Shanghai, currently the world’s largest port.
Shanghai began direct trade relations with western nations starting in 1843.  By 1853, Shanghai already
accounted for more than half of China’s foreign trade.  In tracking the levels and growth rates of the
city’s net and gross imports and exports, foreign direct investment, and foreign residents over more
than a century, we find that Shanghai’s level of bilateral trade today with the United States, the United
Kingdom, or Japan, for example, are by no means high given Shanghai’s 19th century experience. This
paper argues that a regional approach that embeds national trading destinations within an international










































































































































































































































































































































































































































































































































































































































































































































































































































































ab a b ab ab ab lnTRADE lnGDP lnGDP lnDIST X      , 
where X refers to a set of control variables, and εab is a regression error.  The expected signs 
















































































































































































































































































































































































































































































































































































































































under China’s Open Policy. Hong Kong: Chinese University Press.  532 Shi Peijun, Lin Hui and Liang Jinshe
Figure 20.1 The Geographical  Position of Shanghai
China: the Greater Bohai Region, the Yangzi River Delta Region and the
Pearl River Delta Region. Of these, the first region is close to the Korean
Peninsula.  Historically, there were frequent contacts  between  the North-
east, Shandong  t.l.lF , Beijing/Tianjin  (JhH/Xi#) of China and Japan.
Therefore, it is not unreasonable to expect the formation, from a
geographical  point of view, of a Northeast Asia Economic Region, because
the establishment of the European Union and the North America Free
Trade Area will likely stimulate  similar developments  in eastern Asia.









































  1870  1913  1929  1950  1960  1970  1980  1990  2000  2009 
China   2.78  1.98  2.50 2.14 2.08 0.76 0.92 1.79  3.86 9.62
Germany   13.43  17.98  14.03 4.46 9.23 11.27 9.77 12.12  8.55 9.02
United Kingdom   24.31  18.52  12.80 10.00 8.58 6.40 5.58 5.33  4.42 2.82
United States   4.96  9.04  12.15 14.58 16.66 14.24 11.43 11.33  12.11 8.45
India   6.88  4.46  3.28 1.86 1.08 0.67 0.44 0.52  0.66 1.30




  1870  1913  1929  1950  1960  1970  1980  1990  2000  2008 
China   17.10  8.83  7.05 4.59 5.24 4.63 5.20 7.83  11.77  17.48
Germany   6.50  8.68  6.74 4.97 6.62 6.12 5.52 4.66  4.24  3.36
United Kingdom   9.03  8.22  6.46 6.52 5.37 4.35 3.64 3.48  3.30  2.84
United States   8.87  18.93  21.68 27.29 24.27 22.39 21.12 21.39  21.89  18.61
India   12.15  7.47  6.23 4.16 3.88 3.41 3.18 4.05  5.18  6.70






  1870  1913  1929  1950  1960  1970  1980  1990  2000  2009 
China   28.06  24.38  22.55 21.63 21.93 22.17 22.10 21.54  20.78  19.68
Germany   3.08  3.63  3.00 2.70 2.38 2.11 1.76 1.51  1.35  1.22
United Kingdom   2.46  2.55  2.11 1.98 1.72 1.51 1.27 1.09  0.98  0.90
United States   3.15  5.44  5.66 6.02 5.94 5.56 5.13 4.75  4.64  4.54
India   19.83  16.94  15.42 14.20 14.27 14.66 15.29 15.92  16.52  17.10






  1870  1913  1929  1950  1960  1970  1980  1990  2000  2008 
China   0.74  1.74  2.28 2.59 2.57 1.22 2.76 2.92  4.38  9.75
Germany   9.37  16.10  13.37 4.97 9.03 13.68 27.68 33.30  26.90  51.24
United Kingdom   12.22  17.52  12.73 11.00 10.35 10.93 23.99 19.60  17.88  19.29
United States   2.54  3.71  3.60 2.96 4.44 4.73 8.46 6.78  7.39  8.24
India   2.57  4.64  3.39 2.47 1.80 1.45 2.14 1.64  1.69  3.46
Japan   0.20  2.35  3.39 2.20 4.77 6.42 13.19 12.39  13.84  16.35





  1870  1913  1929  1950  1960  1970  1980  1990  2000  2009 
China   0.10  0.08  0.11 0.10 0.09 0.03 0.04 0.08  0.19  0.45
Germany   4.37  4.96  4.68 1.65 3.87 5.35 5.54 8.05  6.32  7.37
United Kingdom   9.88  7.28  6.05 5.04 4.98 4.25 4.40 4.89  4.51  3.16
United States   1.57  1.66  2.15 2.42 2.81 2.56 2.23 2.39  2.61  1.76
India   0.35  0.26  0.21 0.13 0.08 0.05 0.03 0.03  0.04  0.07
Japan   0.04  0.28  0.59 0.36 1.06 2.25 2.51 3.53  3.56  2.58
World   0.06  0.18  0.18 0.18 0.28 0.43 1.09 1.02  1.24  2.23
 
Table 6: Gravity Equations for Historical and Modern Trade 
  (1)  (2)  (3)  (4) 
  log Exports log Imports log Exports  log Imports
log GDP  1.504*** 1.722*** 0.945***  1.197***
  (0.105) (0.110) (0.082)  (0.318)
log Shanghai population  ‐0.565 ‐0.308 1.575***  3.686*
  (0.533) (0.427) (0.408)  (1.966)
log distance  ‐0.755*** ‐1.944*** ‐0.471***  ‐0.856***
  (0.262) (0.203) (0.127)  (0.290)
Entrepot dummy  7.771*** 9.725*** 3.580***  2.464**
  (0.606) (0.641) (0.346)  (1.195)
Sample  History History Modern  Modern
Observations  58 54 69 52









  (1)  (2)  (3)  (4) 
  log Exports log Imports log Exports  log Imports
log GDP  1.030*** 1.141*** 1.161***  1.125***
  (0.092) (0.242) (0.052)  (0.237)
log Shanghai population  5.273*** 21.530*** 23.475***  28.432***
  (1.841) (2.941) (2.418)  (5.863)
log distance  ‐0.526*** ‐0.740*** ‐0.621***  ‐0.570***
  (0.147) (0.192) (0.084)  (0.194)
Entrepot dummy  3.172*** 2.229** 3.208***  2.299**
  (0.368) (0.928) (0.211)  (0.922)
Sample  Post‐1978 Post‐1978 Post‐1984  Post‐1984
Observations  49 39 35 29
R­squared  0.83 0.85 0.96 0.79





  (1)  (2)  (3)  (4)  (5) 
  Residents Residents Residents FDI  FDI
log GDP  0.014 0.852*** 0.376*** 0.772**  1.232***
  (0.217) (0.192) (0.039) (0.325)  (0.119)
log Shanghai population  2.436*** 1.135** 49.967*** 1.235**  15.167**
  (0.717) (0.355) (5.615) (0.567)  (5.329)
log distance  ‐0.656** 0.673* ‐0.627*** ‐0.488**  ‐0.776***
  (0.228) (0.350) (0.042) (0.205)  (0.077)
Sample  History History Modern History  Modern
  All No Japan All All  All
Observations  14 11 8 19  15











































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































1860 1880 1900 1920 1940 1960 1980 2000 2020
Figure 19. China's Share of World GDP Explained by 
Openness
China Openness China's Share in World GDP Shanghai Openness